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47. We note that the Commission has expressly declined to exercise permissive authority
over systems integrators for whom telecommunications represents a small fraction (less than five percent)
of total revenues derived from systems integration services.'® To the extent that we explicitly exercise
our permissive authority to assess enterprise communications services, should we also eliminate the
system integrators exemption, so that systems integrators would contribute even if their
telecommunications revenues were under the current threshold? In the alternative, if we determine that
we should clarify that certain enterprise communications services are not subject to contributions, should
we modify the systems integrators exemption, and if so how? How would our decision to clarify the
contribution obligations for any category of these services affect current contributions?

48. The Telecommunications Industry Association (TIA) estimates 2011 revenues of
approximately $41 billion for enterprise services, including data communications services (which can be
used for, among other things, Internet access), unified communications, videoconferencing public room
services, audio conferencing service bureau spending, and web conferencing.'** We seck comment on the
size of the enterprise communications services marketplace, including comment on the TIA estimates,
and whether this marketplace is likely to grow or shrink in the future. If commenters believe the
estimates are too high or too low, they should provide specific data to more accurately size this segment
of the communications marketplace. We also seek comment and data submissions on how assessing these
services would affect the contribution base under the different methodologies proposed in Section V
below. We seek comment and data on the extent to which service providers are currently treating these
services as assessable. '*° In Section V.A.2 below, we seek comment on how revenues from such services
should be apportioned into assessable and non-assessable segments if the Commission continues with a
revenues-based methodology. We encourage commenters to provide comments and data regarding the
structure of typical enterprise communications services contracts. In particular, we seek comment on
whether such contracts typically break out costs for different parts of the services provided and, if so, how
they generally do so.

2. Text Messaging Providers

49. Background. The Commission has not addressed whether text messaging revenues are
subject to federal universal service contribution requirements. As noted above, the Act requires all
providers of interstate telecommunications services to contribute to the Fund, and our rules require
providers to contribute based on their telecommunications service revenues.'*® Moreover, the obligation
has never been limited to voice services."” On April 22, 2011, USAC filed a request for guidance from
the Commission regarding the proper treatment of text messaging for USF contribution purposes.'*®
USAC stated that some carriers are reporting text messaging revenue as assessable telecommunications

143 Systems integrators are non-facilities-based, non-common carrier providers of telecommunications that integrate
the telecommunications they purchase from other providers with computer capabilities, data processing, and other
services to offer an integrated voice and data package to their customers. Universal Service Fourth Order on
Reconsideration, 13 FCC Red at 5472, para. 278. System integrators that derive more than five percent of systems
integration services revenues from telecommunications are required to contribute to universal service. Id. at 5472-3,
para. 280; 47 C.F.R. § 54.706(d).

144 See 2012 TIA Market Review and Forecast at 3-4.

145 We note that companies may request confidential treatment for any such company-specific data, or related data,
submitted in response to this Notice. 47 CF.R. § 0.459.

16 47 U.S.C. § 254(d); 47 C.F.R. §§ 54.706, 54.709.

47 See, e.g.,47 C.F.R. § 54.706(a)(13)~(14) (listing “telegraph” and “video services” (to the extent provided on a
common carrier basis) among the services on which providers are assessed).

18 See USAC 2011 Guidance Request, supra n.124.
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revenues, and other carriers are reporting revenues from these services as non-assessable information
services revenues.'”

50. Discussion. We seek comment on whether text messaging services should be assessed in
light of our proposed goals for contribution reform. To what extent is there a lack of clarity within the
industry over whether such services are subject to universal service contributions? Would adopting a
clear rule establishing that text messaging is in the contribution base further the Commission’s efforts to
promote faimess and competitive neutrality? If providers of text messaging services were required to
contribute, would that create competitive distortions between text messaging service providers and
providers that offer applications that allow users to send messages using a wireless customer’s general
data plan — applications that consumers may increasingly view as a substitute to text messaging? Given
the rapid growth in the text messaging marketplace, a number of stakeholders have suggested in recent
years that text messaging revenues should be added to the contribution base to enhance the sustainability
of the Fund."®® To what extent would including these services in the contribution base add to the stability
of the Fund? If we modified our rules to explicitly assess text messaging, what would be an appropriate
transition period?

51. If we conclude text messaging services should be assessed, should we exercise the
Commission’s permissive authority under section 254(d) of the Act to assess providers of these services,
without determining whether such services are telecommunications services or information services?™!
Alternatively, if we conclude that text messaging services should not be assessed, should the Commission
conclude that even if such services are telecommunications services, we should exercise our forbearance
authority under section 10 of the Act to exempt text messaging from contribution obligations?'*>

149 In addition, the Commission has a pending Petition for Declaratory Ruling asking whether text messaging is a
telecommunications service or an information service. See Petition of Public Knowledge et al. for Declaratory
Ruling Stating that Text Messaging and Short Codes are Title II Services or are Title I Services Subject to Section
202 Nondiscrimination Rules, WC Docket No. 08-7, at 7-13 (filed Dec. 11, 2007) (arguing that text messaging
services meet the requirements for classification as a “commercial mobile service” under Section 332 of the Act and
are thus subject to Title Il regulation). Some parties argue that text messaging is a Title II service, subject to USF
contributions. See, e.g., Comments of the National Telecommunications Cooperative Association, WC Docket No.
06-122 (filed June 6, 2011); Comments of Public Knowledge and National Hispanic Media Coalition, WC Docket
No. 06-122 (filed June 6, 2011). Other parties argue that text messaging is an information service, and cannot be
assessed until the Commission amends its rules to encompass text messaging. See, e.g., CTIA — The Wireless
Association Comments, WC Docket No. 06-122, at 13 (filed June 6, 2011) (arguing that SMS is an information
service because it involves the storing and forwarding of messages, data conversion, and data retrieval functions);
Comments of Verizon Wireless, WC Docket No. 06-122 (filed June 6, 2011).

150 See, e.g., AT&T Petition for Immediate Commission Action to Reform Its Universal Service Contribution
Methodology, WC Docket No. 06-122, at 8-9 (filed July 10, 2009) (“Anyone in their 20’s will tell you that text-
messaging . . . and other applications are increasingly important avenues of communication, which are not subject to
universal service contributions . . . . Unless the Commission is prepared to use its ancillary jurisdiction in ways that
it has not previously, the consequences of these changes will be an even smaller contribution base™); NTCA Oct. 8,
2010 Ex Parte Letter at Attach. p. 8 (arguing that including text messaging revenues in the contribution base would
help remedy the “supply” of universal service funding); XO Sept. 17, 2010 Ex Parte Letter at 8 (recommending that
the Commission, at a minimum, consider making at least a reasonable allocation of the revenue attributable to the
telecommunications transmission input for wireless text messaging services assessable).

1 If text messaging is a telecommunications service, it is subject to mandatory contribution obligations under
section 254(d). 47 U.S.C. § 254(d). As discussed above, we are not proposing to classify text messaging as a
telecommunications service or an information service in this Notice.

152 47U.8.C. § 160.
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52. We seek comment on the extent to which consumers are substituting text messaging for
traditional voice services and other services that are subject to universal service contributions. Are there
any reasons to treat short message service (SMS) or multimedia messaging service (MMS) differently for
this analysis? Commenters should provide data to support their assertions.

53. We also seek comment on whether wireless providers include revenues generated
through the use of common short codes in their text messaging revenues.'” If common short code
revenues are not reported as part of the text messaging revenues, are there any reasons to treat such
revenues differently in calculating the universal service contributions?

54. We note that the telecommunications industry has seen explosive growth in the wireless
segment over the last decade, with end-user mobile revenues reported on FCC Form 499-A almost
tripling from $44 billion in 1999 to about $111 billion in 2010."** TIA estimates that U.S. spending on
wireless voice in 2011 was $102.3 billion, and spending in wireless data was $73.6 billion."*® TIA also
estimates that spending in wireless data will exceed wireless voice by 2013, and by 2015 wireless data
spending will be approximately double that of wireless voice.'”® Hand-in-hand with that growth has been
the expansion of text messaging. In the most recent Mobile Wireless Competition Report, the
Commission found that “consumers are increasingly substituting among voice, messaging, and data
services, and, in particular, are willing to move from voice to messaging or data services for an increasing
portion of their communications needs.”'*’ One study showed that over 70 percent of U.S. mobile
subscribers used text messaging on their mobile devices in 2010.'*® Industry-wide text messaging
revenues were approximately $11 billion in 2008 and $16 billion in 2009,"’ and we estimate that those
revenues were approximately $17 to $19 billion in 2010 and 2011.'® CTIA estimates that approximately
two trillion text messages were sent in 2011, in comparison to 113.5 billion in 2006.'"' We seck comment

153 A common short code is a number to which a text message can be sent that is common across all wireless service
providers in the United States. The Common Short Code Administration (CTIA with Neustar) assigns common
short codes to applicants allowing them to be used for the same application across multiple wireless providers.
Under this system, users send a short message to a five or six-digit short code that belongs to a particular content
provider and then receive, on their handsets, the information requested from that provider. The short codes can be
used for applications such as voting in TV or radio shows, or receiving specific information such as a sports or
weather update. See CTIA-The Wireless Association, About CSCs—Common Short Codes, Common Short Code
Administration, available at http.//www.usshortcodes.com/csc_csc.html (last visited Apr. 17, 2012).

134 2011 Universal Service Monitoring Report, Table 1.1.
1552012 TIA Review and Forecast at 1-6.
156 d

157 Fifieenth Mobile Wireless Report, 26 FCC Red at 9687-9688, para. 4.
'8 Id. at 9765, Chart 9.

19 Id. at 9677-9677, para. 4 (2008 estimate); XO Sept, 17, 2010 Ex Parte Letter at 8 (2009 estimate). The
Commission has not developed an estimate of text messaging revenues after 2009 because the industry has stopped
reporting text messaging revenues separately from overall mobile data service revenues. Fifteenth Mobile Wireless
Report, 26 FCC Rced at 9676-9677, para. 4.

1% See Chetan Sharma, US Mobile Messaging Market — Growth and Opportunities 5 (2011), available at
http://mobilebroadbandopportunities.com/chetansharma/Sharma3.pdf (last visited Mar. 6, 2012) (estimating that
messaging revenues were approximately $17 billion in 2010); Chetan Sharma, US Wireless Market Update Q2 2011
(Aug. 18, 2011), available at hitp://www.chetansharma.com/blog/2011/08/18/us-wireless-market-update-q2-2011/
(last visited Mar. 6, 2012) (reporting $5 billion in text messaging revenues for 2Q 2011).

161 CTIA—The Wireless Association, U.S. Wireless Quick Facts, CTIA Advocacy, available at

http://www.ctia.org/advocacy/research/index.cfm/aid/10323 (last visited Mar. 8, 2012) (annualizing mid-year 2011
and mid-year 2006 figures).
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on the size of the text messaging marketplace, including the industry revenue figures referenced above,
and whether this marketplace is likely to grow or shrink in the future.'® Commenters who disagree with
the estimates above should submit specific revenue data to support their assertions.

55. To the extent commenters advocate a position on whether text messaging providers
should be assessed, we view it as highly relevant whether those commenters earn text message revenues
themselves and, if so, whether they have reported it as assessable in recent years. We thus ask
commenters to include in their comments their estimated recent text messaging revenues, and the extent
to which they reported those revenues as assessable.'® If we explicitly assess text messaging providers,
how would that affect the size of the contribution base? How would such assessment affect the
distribution of contribution obligations between services for enterprise and residential customers? How
would it affect the total average impact of contributions on residential end users? How would it affect the
distribution of obligations between low-volume and high-volume users? How would an assessment of
text messaging providers affect the distribution of contribution obligations among various industry
segments?

56. We also seek comment and data submissions on how assessing these providers of these
services would affect the contribution base under the different methodologies proposed in Section V
below. We note that to the extent that providers of text messaging also are providers of assessable voice
services, explicitly assessing text messaging would not necessarily broaden the base, to the extent we
were to adopt a non-revenues-based contribution methodology. We also seek comment and data on the
extent to which service providers are currently treating these services as assessable.

3. One-way VoIP Service Providers

57. Background. In 2005, when the Commission first asserted regulatory authority over
interconnected VoIP service providers, it defined “interconnected VoIP” as a service that permits users
generally “to receive calls that originate on the [PSTN] and to terminate calls to the public switched
telephone network.”'** In 2006, the Commission relied on this same “two-way” definition when it
extended universal service contribution obligations to interconnected VoIP service providers.'® At the
same time, the Commission recognized that the definition of interconnected VoIP service for purposes of
universal service contributions might “need to expand as new VolIP services increasingly substitute for
traditional phone service.”'®

162 See, e.g., Jenna Wortham, Free Texts Pose Threat to Carriers, New York Times (Oct. 9, 2011), available at
http://www.nytimes.com/2011/10/10/technology/paying-to-text-is-becoming-passe-companies-

fret. html?pagewanted=all (last visited Mar. 14, 2012) (discussing analyst reports that free messaging applications
could reduce carrier text messaging profits); Chetan Sharma, US Wireless Market Update: Q4 2011 and Full Year
2011 (Mar. 19, 2012), available at http://www.chetansharma.com/USmarketupdate2011.htm (stating that US text
messaging continued to grow in 2011, but at a slower pace).

153 We note that companies may request confidential treatment for any such company-specific data, or related data,
submitted in response to this Notice. 47 C.F.R. § 0.459.

164 47 CF.R. § 9.3 (emphasis added); see also IP-Enabled Services; E911 Regquirements for IP-Enabled Service
Providers, WC Docket Nos. 04-36, 05-196, First Report and Order and Notice of Proposed Rulemaking, 20 FCC
Rcd 10245, 1025758, para. 24 (2005) (VoIP 911 Order).

19547 C.F.R. § 54.5 (referring to rule 9.3 to define an interconnected VoIP service for contribution purposes); see
also 2006 Contribution Methodology Order, 21 FCC Rcd at 7536, para. 34 & n.119.

1%6 2006 Contribution Methodology Order, 21 FCC Red at 7537, para. 36. The Commission also noted that USF
obligations would continue to apply to any modified definition of “interconnected VoIP.” Id. atn.129.
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58. Discussion. We seek comment on whether the Commission should exercise its
permissive authority under section 254(d) to include in the contribution base providers of “one-way”
VoIP with respect to such service offerings, regardless of the statutory classification of such services.'®’
Such offerings would include all services that provide users with the capability to originate calls to the
PSTN or terminate calls from the PSTN, but in all other respects meet the definition of “interconnected
VoIP.” We seek comment below on a potential definition of such services for the purpose of USF
contributions:

One-way VoIP service. A service that (1) enables real-time, two-way voice
communications, (2) requires a broadband connection from the user’s location;
(3) requires Internet protocol-compatible customer premises equipment; and (4)
permits users generally to receive calls that originate on the public switched
telephone network or terminate calls to the public switched telephone network.

59. As noted above, the Commission has previously found it to be in the public interest to
extend universal service contribution obligations to discrete classes of providers that compete with
common carriers and that benefit from universal service through their interconnection with the PSTN,
including providers of interconnected VoIP service.'® The Commission found that it is in the public
interest to require providers of two-way interconnected VoIP services to contribute, noting that among
other things, such providers benefit from universal service because much of the appeal of their services to
consumers derives from the ability to place calls to and receive calls from the PSTN, and that
interconnected VolIP increasingly was being used by consumers in lieu of traditional voice telephony.'®

60. To what extent does this rationale apply today to one-way VoIP services? We note that
one-way VolP enables consumers to originate or terminate calls on the PSTN.'”° Would the public

167 The Commission has not classified one-way VoIP as a telecommunications service or an information service.
Consistent with precedent, the Commission may exercise its permissive authority to subject a provider or service to
universal service contribution requirements without classifying such a provider or offering as a “telecommunications
service” or “information service,” as those terms are defined in the Act. See, e.g., 2006 Contribution Methodology
Order, 21 FCC Rcd at 7537, para. 35. To the extent we conclude that one-way VoIP should not be subject to
contribution obligations, we seek comment on whether we should exercise our forbearance authority under section
10 to the extent one way VoIP could be viewed as a telecommunications service.

168 2006 Contribution Methodology Order, 21 FCC Red at 754041, para. 43; see also Universal Service First
Report and Order, 12 FCC Rcd at 918485, para. 797.

19 2006 Contribution Methodology Order, 21 FCC Red at 7540-41, para. 43. The Commission found that like other
contributors to the Fund, interconnected VoIP providers are “dependent on the widespread telecommunications
network for the maintenance and expansion of their business,” and they “directly benefit[] from a larger and larger
network.” Id., quoting TOPUC, 183 F.3d at 428. The Commission also relied on its ancillary jurisdiction under
Title I as an additional source of authority to require contributions from interconnected VoIP providers. See id. at
7541-43, paras. 46—49. The Commission noted that the Act grants subject matter jurisdiction over interconnected
VolIP because it involves “transmission” of voice by wire or radio, and that imposing contribution obligations on
interconnected VoIP providers was “reasonably ancillary” to the effective performance of the Commission’s
responsibilities to establish “specific, predictable, and sufficient mechanisms . . . to preserve and advance universal
service.” The Commission also noted that interconnected VolIP providers “benefit from their interconnection to the
PSTN.” See id. at 753840, paras. 39-42.

170 Under existing precedent, a provider of one-way VoIP provides telecommunications. See USF/ICC
Transformation Order and FNPRM, 26 FCC Rcd at 18013-4, para. 954; 2006 Contribution Methodology Order, 21
FCC Red at 7539, para. 41. In this regard, we note that when the Commission exercised permissive authority over
two-way interconnected VolP, it reasoned that interconnected VoIP providers provide telecommunications
regardless of whether they own or operate their own transmission facilities or arrange for the end user to access the
PSTN through a third party (commonly referred to as “over-the-top interconnected VoIP”). See id. (“To provide this
(continued...)
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interest be served by exercising permissive authority over one-way VoIP to further our proposed goals of
efficiency, fairness and sustainability?

61. In particular, we seek comment on whether competitive neutrality concerns now support
the inclusion of one-way VolP services within the contribution base. Some parties argue that the one-way
VoIP exemption is “an enormous loophole” that creates competitive disparities.'”! USTelecom has
argued that the current system “unfairly penalizes traditional voice providers (and ultimately their
customers) and artificially skews the market.”'”> One-way VoIP providers, on one hand, and providers of
traditional telephone and interconnected VoIP services, on the other hand, have acknowledged that they
compete against each other.'” XO, for example, argues that the exemption provides “a significant
artificial cost advantage” for non-assessable services that provides “a powerful incentive for consumers to
replace [assessable services] with less costly non-assessable services.”'’* We seek comment on the extent
of competition between one-way VoIP and other services that are subject to assessment, and how that
should affect our analysis. Commenters are encouraged to provide data to support their analysis. If one-
way VolIP providers are brought into the contribution base, what would be the appropriate transition
period?

62. We seek comment on the size of the one-way VoIP marketplace in the United States, and
whether this marketplace is likely to grow or shrink in the future. Skype, which separately offers a
service that permits users to receive calls that originate on the PSTN and a service that permits users to
terminate calls to the PSTN, reported that it had over 8.8 million paying users worldwide for its SkypeIn
and SkypeOut services and domestic revenues of over $140 million in 2010."”* How many providers of
one-way VoIP are there, and who are other major providers of such services? What are the overall U.S.
revenues for this group of providers, and how many customers do they have? Commenters are
encouraged to provide specific data to support their assertions. We also seek comment and data
submissions on how assessing these services would affect the contribution base under the different
methodologies proposed in Section V below.

63. If we assess one-way VoIP, how would that affect the size of the contribution base? How
would such assessment affect the distribution of contribution obligations between services for enterprise
and residential customers? How would it affect the total average impact of contributions on residential
end users? How would it affect the distribution of obligations between low-volume and high-volume
users, and how would it impact low-income consumers? How would an assessment of one-way VoIP
affect the distribution of contribution obligations among various industry segments?

64. We note that, in other contexts, the Commission has subjected one-way VoIP providers
to the same regulatory requirements as two-way interconnected VoIP providers. For instance, in the
USF/ICC Transformation Order and FNPRM, the Commission included providers of one-way VoIP

(Continued from previous page)
capability [telecommunications], interconnected VoIP providers may rely on their own facilities or provide access to
the PSTN through others.”).

171 XO Sept. 17, 2010 Ex Parte Letter at 8.
172 USTelecom Mar. 28, 2012 Ex Parte Letter at 3.

1 Skype S.a.r.L., Amendment No. 2 to Form S-1 Registration Statement at 132 (filed with the SEC, Mar. 4, 2011)
(Skype S-1) at 30-31 (listing primary competitors as Internet and software companies, telecommunications
companies and hardware-based VoIP providers, and small and medium-size enterprise telecommunications services
providers); Verizon Oct. 28, 2009 Comments at 5 (“IP-based services such as Google Voice, Skypeln, ooma, and
magicJack . . . compete with traditional telephone services™).

174 X0 Sept. 17, 2010 Ex Parte Letter at 5-6.
175 Skype S-1 at 132.
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services (defined as services that “that allow end users to place calls to, or receive calls from the PSTN,
but not both™) within the intercarrier compensation framework for VoIP-PSTN traffic.'” Providers of
“non-interconnected VoIP,” a term that can include providers of one-way VolIP, also are required to
contribute to the interstate Telecommunications Relay Services (TRS) Fund under the Twenty-First
Century Communications and Video Accessibility Act of 2010.!”7 We seek comment on the relevance of
these precedents to the question of whether one-way providers should contribute to universal service.

4, Broadband Internet Access Service Providers

65. Background. The State Members of the Federal-State Universal Service Joint Board
(State Members of the Joint Board) have proposed that the Commission include “broadband and services
closely associated with the delivery of broadband” in the base, including Digital Subscriber Line (DSL),
cable, and wireless broadband Internet access.'’® Other commenters also support extending assessments
to broadband Internet access.'™

1%6 USF/ICC Transformation Order and FNPRM, 26 FCC Rcd at 18006-7, para. 941. See also id. at 18008-18018,
paras. 943-959 (adopting an intercarrier compensation framework that brings all VoIP-PSTN traffic within the
section 251(b)(5) framework).

177 Twenty-First Century Communications and Video Accessibility Act of 2010, Pub. L. No. 111-260, §103(b), 124
Stat. 2751, 2755 (2010) (CVAA). See Contributions to the Telecommunications Relay Services Fund, CG Docket
No. 11-47, Report and Order, 26 FCC Rcd 14532, 14543, para. 23 (2011) (requiring providers that offer non-
interconnected VolP services on a stand-alone basis for a fee to contribute to the TRS Fund). “Non-interconnected
VoIP services” are defined under the CVAA as “service that enables real-time voice communications that originate
from or terminate to the user's location using Internet protocol or any successor protocol; and requires Internet
protocol compatible customer premises equipment; and does not include any service that is an interconnected VoIP
service.” 47 U.S8.C. § 153(36).

178 Comments of State Members of Universal Service Joint Board, WC Docket No. 10-90 et al (filed May 2, 2011)
at 119 (State Members of Joint Board CAF Comments). State Staff of the Joint Board have also developed
proposals recommending that the base be expanded to include broadband Internet access service. Robert Haga et
al., The Omaha Plan: A White Paper to the State Members of the Federal-State Joint Board on Universal Service,
Feb. 2011, available at hitp:/fwww.kcc.state. ks.us/telecom/roundtable032011/Omaha_Plan.pdf (last visited Apr. 17,
2012) (Omaha Plan); Peter Bluhm, Robert Loube, Consultants’ Plan for Universal Service: A White Paper to the
State Members of the Federal-State Joint Board for Universal Service (Feb 2011), available at
http://www.kcc.state ks.us/telecom/roundtable032011/Consultants_Plan.pdf (last visited Apr. 17, 2012)
(Consultants’ Plan); Joel Shifman, Shifman’s Universal Service and Intercarrier Compensation Reform Plan: A
White Paper to the State Members of the Federal-State Joint Board on Universal Service 4 (2011), available at
http://www.kcc.state.ks.us/telecom/roundtable032011/Shifman_White_Paper.pdf (last visited Apr. 17, 2012)
(Shifman Plan).

17 See, e.g., National Exchange Carrier Association, Inc. et al Joint Comments, WC Docket No. 10-90 et al. at 68
(filed July 12, 2010) (stating that the Commission should assess broadband Internet access). See also AT&T Aug.
24,2010 Ex Parte Letter (stating that “any new mechanism must reflect the entire broadband ecosystem™); Letter
from Brad E. Mutschelknaus, Counsel for XO Communications, to Marlene H. Dortch, Secretary, FCC, WC Docket
No. 06-122, CC Docket No. 96-45 (filed Aug. 19, 2010); Letter from Matthew F. Wood, Media Access Project, to
Marlene H. Dortch, Secretary, FCC, WC Docket No. 06-122 et al. (filed Aug. 19, 2010); Letter from Jeffry H.
Smith, GVNW Consulting, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 06-122 et al. (filed Aug. 16,
2010); Letter from Kenneth E. Hardman, Counsel for American Association of Paging Carriers, to Marlene H.
Dortch, Secretary, FCC, WC Docket No. 06-122 (filed Aug. 19, 2010); Letter from Kenneth E. Hardman, Counsel
for Association of TeleServices International, Inc., to Marlene H. Dortch, Secretary, FCC, WC Docket No. 06-122
(filed Aug. 19, 2012); Sprint Aug. 20, 2010 Ex Parte Letter.
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66. In 2002, the Commission sought comment on whether and how broadband Internet
access service providers should contribute to universal service.”*® In the Wireline Broadband Internet
Service Access Order, the Commission classified wireline broadband Internet access as an information
service.'® The Commission also recognized, however, that wireline broadband Internet access service
includes a provision of telecommunications.'® In the Wireline Broadband Internet Access Order, the
Commission stated that it intended to address gontribution obligations for providers of broadband Internet
access in a comprehensive fashion in the future, either in that docket or in this docket.'®

67. Discussion. Some commenters have suggested that the Commission should exercise its
permissive authority to assess providers of broadband Internet access services.'®* Several parties,
however, have expressed concem that assessing broadband Internet access could discourage broadband
adoption.'® We seek comment on those concerns and invite commenters to submit empirical data into
the record of this proceeding regarding the potential impact of assessing broadband Internet access
services on consumer adoption or usage of services. Would assessing broadband Internet access service
in the near term undermine the goals of universal service? Could the Commission address such concerns
by phasing in contributions for mass market broadband Intemnet access services over time?

68. In the USF/ICC Transformation Order, we adopted new rules to ensure that robust and
affordable voice and broadband, both fixed and mobile, are available to Americans throughout the nation.
In this proceeding, we are looking to update and modernize the method by which funds are collected to
support universal service. Some have expressed concern that assessing broadband Intemet access may
indirectly raise the price of broadband Internet access for some consumers.'®® To what extent, if any,

" would assessing broadband services discourage consumers from subscribing? To what extent, if any,
would that in turn slow down deployment of broadband infrastructure? We seek comments and economic

180 Wireline Broadband NPRM, 17 FCC Red at 3048-56, paras. 65-83 (secking comment on whether requiring
wireline broadband Internet access service providers and other facilities-based providers of broadband Internet
access services to contribute to universal service would be in the public interest); see also Cable Broadband Internet
Access Service Order, 17 FCC Rcd at 4853, para. 110; 2002 Second Contribution Methodology Order and FNPRM,
17 FCC Rcd at 24983-95, paras. 66-95 (seeking comment on how to stabilize the contribution base, including the
assessment of broadband data connections).

181 Wireline Broadband Internet Access Service Order, 20 FCC Red at 14863-64, para. 14, The Commission has
similarly classified as an information service broadband Intemet access services provided over cable modem,
wireless, and broadband over power line facilities. Cable Broadband Internet Access Service Order, 17 FCC Rcd at
4822, para. 38 (cable modem); Appropriate Regulatory Treatment for Broadband Access to the Internet Over
Wireless Networks, WT Docket No. 07-53, Declaratory Ruling, 22 FCC Rcd 5901, 5909-11, paras. 22-27 (2007)
(wireless broadband); United Power Line Council’s Petition for Declaratory Ruling Regarding the Classification of
Broadband over Power Line Internet Access Service as an Information Service, WC Docket No. 06-10,
Memorandum Opinion and Order, 21 FCC Rcd 13281 (2006) (broadband over power lines).

182 Brand X, 545 U.S. at 987-89; Wireline Broadband Internet Access Service Order, 20 FCC Rcd at 14861, 14864,
paras. 10, 15.

183 Wireline Broadband Internet Access Service Order, 20 FCC Rcd at 14915, para. 112,

184 See supra nn. 178-179 (citing comments and letters suggesting that the Commission assess broadband Internet
access services from the State Members of the Joint Board, trade associations, contributors, and other parties).

135 See Letter from S. Derek Turner, Free Press, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 06-122, at 2
(filed Aug. 10, 2010) (Free Press Aug. 10, 2010 Ex Parte Letter); NCTA Aug. 20, 2010 Ex Parte Letter at 2.

1% See, e.g., Free Press Aug. 10, 2010 Ex Parte Letter, at 2.
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analyses that address the overall effect on broadband deployment of assessing or not assessing
broadband."”’

69. The State Members of the Joint Board recommend that both telecommunications services
and information services (such as broadband Internet access services) should be assessed and suggest that
if most of the revenues currently reported on FCC Form 499 Line 418 were assessed, that would reduce
the contribution factor to approximately two percent.'*® They also suggest this would simplify billing
“since the new federal USF surcharge rate would generally apply to an end user’s total bill.”"*® We seek
comment on this recommendation of the State Members of the Joint Board. Would such an approach
make telecommunications more affordable for consumers with lower overall telecommunications
expenditures? What is the relationship between household income and the percentage of a household’s
telecommunications bill subject to assessment under the current system, and what would it be under the
State Members’ proposed approach? Would such an approach affect consumer adoption of
telecommunications services that are not currently assessed? We ask commenters to provide any analysis
and data regardin